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The present paper aims to assess the Islamic products potential demand
for entrepreneurs in the Tunisian Northwest region. In order to do so, we
developed a questionnaire which was sent to these entrepreneurs. The
survey results show that the latter perceive Islamic Finance as a seductive
phenomenon. However, its development appears to be difficult. Indeed,
according to the survey results, the lack of knowledge may impede the
expansion of Islamic banking in Tunisia. Moreover, the following factors:
cost, religious conviction, proximity, flexibility and satisfaction of the
needs, may affect the entrepreneurs' choice to deal with Islamic financial
institution. In addition, the lack of entrepreneurs' confidence with regard
to the compliance of Islamic banking with the Shariah principles has a
negative effect on Islamic finance development in the Tunisian Northwest
region. For this reason, Tunisian Islamic banks should put more effort to
reinforce their competitiveness.
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1. Introduction
After the revolution of December 17th, 2010 - January 14th, 2011, the economic and financial situation
has worsened in Tunisia. Indeed, the economic growth slowed to 0.8 percent in 2015. Although
agricultural production saw a strong performance (9.2 percent) especially olive oil production, the other
sectors declined or stagnated (World Bank, 2016). Moreover, the investment decreased by 25.8 percent in
2015 compared with the previous year (Actualite Tunisie, 2015).
Islamic finance interest, in Tunisia, started during this Revolution. Nevertheless, the implementation of
Islamic solutions in this country requires prerequisites and a more detailed knowledge of their costs and
return structures compared with their conventional counterparts. In fact, authorities should make a
substantial effort to fill legal vacuum and loopholes particularly vis-à-vis of customers, strengthen the
financial depth of an embryonic financial industry, improve the human capital and encourage academic
research (Saidane, 2014).
* Corresponding author. Tel.: +216-9788-5787.
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In addition, Islamic Banks should find a managerial strategy that supports company development. That
is why a study of Islamic products potential demand by entrepreneurs in Tunisian areas is essential in
order to get a clearer picture about this type of potential customers' behaviours and expectations. This
study allows us to set hypothesis that Tunisian companies, in particular that of the Northwest region, are
ready to deal with Islamic structures.
In what follows, we review in the second section, the studies about Islamic finance potential demand
Tunisia. Next, we present in the third section the survey instruments and we describe the sample. Then,
we expose in the fourth section the results of this survey. Finally, we discuss and conclude.
2. Islamic Finance in Tunisia: Is there a potential demand?
After the revolution, a few researchers tried to study the potential demand of Islamic Finance (IF) by
individuals or households in Tunisia (Ammar Ayachi et al., 2012; Ajiliet Ben Gara, 2013;Saidane, 2014;
Thomson Reuters, IRTI and CIBAFI, 2013 as well as Kammoun and Karray (2014). Ammar Ayachi et al.
(2012) expose the results of individuals' survey (670 persons). They find that the individuals' potential of
Islamic banking products market appears significant and it is essentially based on a motivation of
compliance with the Islamic religion principles.
For their part, Thomson Reuters et al. (2013) study the retail financial services consumer behaviour and
preferences as well as satisfaction levels with existing financial services with a particular focus on IF.
They also assess consumer understanding and perception of IF as well as consumer inclination towards
Islamic financial services. Accordingly, the satisfaction level with the existing conventional financial
service providers is very low (57% unsatisfied). Moreover, the percentage of the unbanked population is
still high (7%). In addition, the savings culture is deeply embedded among Tunisians. The study shows
also that the percentage of persons who bank with an Islamic bank (IB) is very low (11%). However, there
is a strong potential demand for Islamic products and services (IFPSs). There are even a large number of
people who accept to deal with Islamic windows. These respondents require "adhering to Islamic rules" to
deal with this type of banks and they have expressed a need for more understanding and education in this
field. However, Thomson Reuters et al. (2013) do not study the behaviour of people who live in deprived
areas (in particular the North-west and the Center-west). The inhabitants of these regions would have
different behaviour and preferences than those of the interviewed.
In addition to their examination of demand determinants, Ajili and Ben Gara (2013) study the IF
products supply. They identify factors that explain the Tunisians' reticence vis-à-vis of IF. The authors
also examine means of enabling the development of this finance in the medium and long term. They find
that the explanatory factors of a reticence behaviour vis-à-vis this finance depend on its knowledge
degree. Accordingly, the professionals put forward economic, legal and regulatory (absence of a special
legal framework and relatively high fiscal costs) as well as technical and organizational arguments (the
lack of specialists in this domain, the lack of information and the weak familiarization with IF Products).
The potential customers add also the political and historic (the absence of the political will, the fear from
activities with Islamic connotation) as well as psychological and cultural constraints (the lack of
knowledge of IF and cultural resistance).Ajili and Ben Gara (2013) also maintain that there are the
following three sine qua none conditions to develop this finance in Tunisia: Information, training, and
adapting the legal and regulatory framework to the IF specificities.
Saidane (2014) confirms this view by affirming the existence of prerequisite conditions to implement
Islamic banking system in Maghreb. According to him, the authorities must fill the legal vacuum and
loopholes, particularly vis-à-vis of customers, to ensure the conformity of IFPSs to the Shariah principles.
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The author recommends that to reform the legislative, fiscal and accounting framework inspired by the
other countries experiences (Malaysia, Indonesia). In addition, we have to consolidate human capital
which is one of the main impediments to the Islamic financial development by recruiting executives and
qualified staff on the basis of mastering banking techniques and the knowledge of Muslim contracts law
standards. Moreover, we have to improve human capital by the creation of a recognized training at the
academic level. Saidane (2014) also thinks the need to strengthen the financial depth of IF industry which
is still embryonic. Indeed, the size is a big problem that IBs have to face(Zaher and Hassan, 2001; Ammar
Ayachi et al., 2013; Saidane, 2014)) since they are of modest size compared to the conventional western
universal banks. IBs will have to think about increasing their minimum capital requirement and gathering
together in order to strengthen the financial base. Saidane (2014) adds to these prerequisites, the following
three conditions for the Islamic banking system implementation:
 the political will
 the development of the individuals' level of knowledge of IF and its products
 the encouragement of the geographic proximity of IBs from customers.
In their study, Kammoun and Karray (2014) find that there are other factors than developing the level
of knowledge and improving human capital training which influence Tunisian future entrepreneurs'
behavior. Indeed, by providing more information and specific programs for SMEs, IBs may simplify
lending process and hence would attract more potential investors. Moreover, according to the
interviewees, these banks may resolve the problem of actual Tunisian economic crisis by providing IFPSs
that satisfy the needs of the future entrepreneurs. However, Kammoun and Karray (2014)'s study would
not give a clear picture of Tunisian entrepreneurs' behavior since it only evaluates Tunisian Business
students' views.
In brief, these researchers agreed on the importance of improving the level of knowledge of individuals
about IF, reforming a regulatory, fiscal and accounting framework to ensure that the Shariah rules are
properly observed. Nevertheless, none of these studies assessed the Tunisian entrepreneurs' behaviour and
preferences. Do the latter accept to deal with Tunisian IBs and why not invest in sustainable development
projects which will address the situation in the disadvantaged regions?
3. Survey Instrument and Description of the Sample
The purpose of this survey is to assess the potential demand of IFPSs by entrepreneurs. To do this, we
tried to respond to the following questions by undertaking the survey among the entrepreneurs of the
Northwest region:
 Do the entrepreneurs of the Northwest region know Islamic finance?
 How Islamic banks and financial institutions are perceived by these entrepreneurs?
 What are the entrepreneurs' needs and expectations?
Our sample includes 30 Tunisian Northwest region companies (Beja, Kef, Jendouba, Siliana) that is
10% of the global number. We focus on this region because the surface of the industrial areas in coastal
areas is remarkable compared with interior ones. Indeed, the coastline captures more than 80% of the
surface of the industrial areas. The Northeast (Grand Tunis, Bizerte, Nabeul, and Zaghouan) covers all by
itself 58% of the total surface (1906 hectares of the industrial areas). On the other side, the Northwest
governorates (Beja, Jendouba, Kef, Siliana) own only 233 hectares of the industrial areas, just 7% of the
total surface, and those of the Center-West have only 309 hectares (less than 10% of the total surface).
This is what justifies the choice of the Northwest region as priority regional development area in our
study.
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To achieve this study, it took us about one and a half months (from 30 March to 15 May 2012).First,
the anonymous questionnaires were sent by fax and e-mail. We received only 6 responses. We tried then
to contact directly the officials (face to face). To do this, we moved to the industrial areas of Beja,
Jendouba, and Kef. We were able to contact only 24 entrepreneurs.
The questionnaire consists of four sections. The first section includes information about the level of
knowledge of IF by entrepreneurs of the Northwest region. The second one consists in studying the
potential perception of Islamic Banks and Financial Institutions by these entrepreneurs. The latter section
includes three parts: conformity to the Sharia principles, quality of IFPSs, and the contribution of IF
Institutions to the socio-economic development. The third section includes information about the needs
and expectations of the Northwest region entrepreneurs. Finally, the fourth section comprises information
about the companies, namely governorate, number of employees, turnover, industry sector, and the
position of the respondent in this company. In total, there are 59 items to respond to the cited questions.
The types of questions are Likert 5 point agree/disagree scale, multiple answers or unique choice item.
The analysis of our survey is performed with Sphinx IQ software. The distribution of companies by
employees' number, workforce, turnover, and activity sector is presented in the following table:
Table 1: Distribution of companies by employees' number, turnover, and activity sector
Descriptions Frequency Percentage
Number of
employees
Lower than 10
Between 10 and 49
Between 50 and 199
More than 199
7
9
12
2
23.3
30.0
40.0
6.7
Turnover Lower than 100,000 DT
Between 100,000 TD and 1,000,000 TD
Between 1,000,000 TD and 10,000,000 TD
Higher than 10,000,000 TD
5
9
11
5
16.7
30.0
36.7
16.7
Industry sector Industrial
Commerce
Service
Tourism
Agricultural
19
5
5
0
1
63.3
13.3
20
0
3.3
4. Results
4.1 Do entrepreneurs of the Northwest region know Islamic Finance?
Around only 37 percent of the surveyed entrepreneurs (11 among them) say they are aware of IF.
Among these directors, 72.7 percent cited at least one IF product. The product Murabaha is cited by 47
percent of the interviewed. 18 percent of the entrepreneurs are not familiar with any Islamic Financial
product. The survey also shows that the most known Tunisian IB is Zitouna Bank which is cited by 83.3
percent of the respondents. Moreover, 33.3 percent of the respondents know Al Baraka Bank. However,
only 13.3 percent of businesses interviewed do not know any IB. Moreover, the adoption of IFPSs by the
Tunisian northwest companies is very limited. Indeed, 6.7 percent of these companies bank only with IBs
and 13.3 percent of them have an account in both types of bank. Conventional banks (CBs) still have the
largest part of this customers' category with 80 percent.
The results show that both the number of employees and the turnover of the studied companies do not
affect the level of knowledge of IF at the level of 10 percent. Therefore, the size of the company does not
influence the level of knowledge. Moreover, this does not enable us to note that the large companies of
the Northwest region have a clear picture of this finance.  For this reason, IBs should do more effort in
order to attract all categories of companies (large, medium and small ones).
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In addition, 72.7 percent of the respondents who are familiar with IF cited at least one Islamic product.
However, they have mentioned only the products presented in Table 2. Therefore, these firms, namely
industrial ones, do not know the other Islamic products (such as Salam, Istisnaa, Sukuk) that can be used
by them to undertake financing operations. Furthermore, the very significant relationship between these
two variables, "knowledge of IF" and "knowledge of its products", enables us to confirm that the
entrepreneurs who say they know IF have a basic idea about it. We can, therefore, conclude that these
results show that the entrepreneurs of the Tunisian Northwest region have not a clear idea about IF and its
products.
Table 2. Intersection of the variable "knowledge of Islamic products" with the question "Do you know IF?"
Do you know IF? Yes No Total
Knowledge of Islamic products Eff. % Obs. Eff. % Obs. Eff.
Mudharaba 1 9.1% 0 0.0% 1
Musharaka 3 27.3% 0 0.0% 3
Murabaha 8 72.7% 0 0.0% 8
Ijara 1 9.1% 0 0.0% 1
Qard Hasan 1 9.1% 0 0.0% 1
Any product 3 27.3% 19 100.0% 22
Total 11 36.7% 19 63.3% 30
*Note: The Percentages are computed according to the number of observations in the column.
The sum of lines and/ or the columns is different from the number of the observations because of the multiple responses.
p-value = 0.01% ; chi2 = 25.6 ; dl = 5 (the relationship is very significant)
4.1 How are Islamic banks perceived by the entrepreneurs of the Northwest region?
In this part, we try to assess the entrepreneurs' opinions on the compliance of the Tunisian IBs services
and products to the Shariah principles, the quality of these products, and the contributions of IBs to socio-
economic development by using a five-point Likert scale (from absolutely disagree to absolutely agree).
To analyze the obtained results, we refer to descriptive statistics and to the Ascending Hierarchical
Classification (AHC) or clustering analysis. The AHC lets us create a new variable which indicates the
class that each individual belongs to. Since our sample size is fairly small (we have only 30 companies)
we use the Ward error sum of squares hierarchical clustering method for Euclidean distance (Ward, 1963)
which is considered as the most suitable method for spherical data and enables us to obtain the most
accurate classification (Ferligoj and Batagelj, 1982). The Ward criterion determines the optimal grouping
where homogeneous observations are grouped together as clusters. The use of Ward's method proves an
apparently natural stopping criterion for the clustering (Meltoni et al., 1996).
4.2.1 Conformity to the Shariah principles
According to the Survey, 26.6 percent of the respondents think that IBs do not really respect the
Shariah rules, namely prohibition of Riba, profit and loss sharing, prohibition of uncertainty and
speculation, investment based on asset-backed contracts, and prohibition of illicit investments. Moreover,
30 percent of the executives say that IBs use interest rates in their products and 26.7 percent think that IBs
do not fairly share the profit and the loss (Table A.1 in Appendix A). These results reveal that about 30
percent of the population does not have faith in Tunisian Islamic banking. In fact, they think that these
banks are similar to their counterparts. They also indicate that Zitouna Bank is not an IB because their
employees assimilate the cost of financing to the interest rate and its past is related to SakhrEl Matri.
Therefore, these banks must take more effort in order to scrupulously respect IF principles and to attract
the entrepreneurs who have no confidence in them and also the neutral ones.
In order to qualify clusters, we compute for each of them the predefined criteria average values. Thus,
we propose the following active variables which are presented in Table 3.
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Table 3. Variables used to construct the typology
Valorization of levels: from absolutely disagree (1) to absolutely agree (5).
In this case, the best stopping criterion which equals to 1.84 proposes a partition of entrepreneurs in
three categories: Class A represents 26.7 percent of the population, Class B is the biggest one with 53.3
percent, and Class C represents 20 percent of the population (Table A.2 and Fig.A.1 in Appendix A).
Table 4. The Criteria values by classes (conformity to the Shariah principles)
Class A Class B Class C
BI_gharar 3.88 3.13 2.50
BI_interest 4.50 (+) 3.25 1.83 (-)
BI_Sharia 4.00 3.31 (=) 3.00
BI_sharing 3.63 2.56 3.33 (-)
BI_illicit 3.88 (+) 3.44 (-) 1.67
BI_tangible 3.13 2.13 (-) 3.17 (=)
BI_Sharia: p=2.8%; F=4.07 (Significant), BI_interest: p=<0.1%; F=20.86 (Very Significant), BI_gharar: p=10.1%; F=2.47 (not very
Significant), BI_illicit: p=<0.1%; F=10.12 (Very Significant), BI_sharing: p=<0.1%; F=17.80 (Very Significant), BI_tangible:
p=0.2%; F=7.77 (Very Significant)
The signs indicate if the significant criteria of classes are higher(+), lower (-) or equal (=) to average values (only for the modalities
which are significantly over-represented (lower number of observations: 5).
Table 4 shows that this classification is relevant. Indeed, according to Fisher test, the criteria
BI_Sharia, BI_interest, BI_illicit, BI_sharing, and BI_tangible are significant at the level of 5 percent.
Nonetheless, the criterion BI gharar is fairly insignificant at the level of 15 percent with a probability
equals to 10.1 percent. In addition, Table 4 highlights the businesses positioning of each cluster. We can
therefore describe the three clusters as follows:
 Cluster A: It is strong in the variables BI_interest and BI_illicit. It represents the group of
entrepreneurs who think that IBs do not practise interest rate in their products and do not invest in illicit
transactions. We can also see that the average values of the different criteria are higher than 3. This group
of the entrepreneurs has confidence in IBs and thinks that their products and services conform to the
Shariah requirements. Islamic banking system is perceived very convenient for these respondents. We can
name this cluster as "the class of the confident entrepreneurs".
 Cluster B: It is weak in BI_illicit and BI_tangible. This is the group of firms who state that IBs invest
in illicit transactions and do not invest only in tangible assets. Nevertheless, these entrepreneurs have no
idea about the conformity of the supplied products to the Shariah principles. We can also note that the
average values of the other criteria are higher than 3. These entrepreneurs contradict themselves and are
hesitant. In fact, they are neutral about the compliance of the IFPSs with the Shariah principles and, at the
same time, they think that IBs invest in an illicit transaction and non-tangible assets. These entrepreneurs
do not therefore refuse automatically this finance. However, this confusion and the lack of understanding
of IF could prevent them to deal with the Tunisian Islamic Banking system. We can rename this cluster as
the class of "the neutral and the unknowledgeable entrepreneurs".
 Cluster C: It is weak in BI_interest and BI_sharing. It represents the group of entrepreneurs who say
that IBs practice interest rates in their products and they do not share profits and losses. Moreover, the
average value of the BI_Sharia criterion is lower than 3. This implies that these entrepreneurs think that
Average Min Max Standard deviation
BI_gharar (IBs  do not invest in speculative projects) 3.43 1.00 5.00 0.94
BI_interest (IBs do not practice Interest rate in their products) 3.30 1.00 5.00 1.18
BI_Sharia (IBs work according to the Shariah principles) 3.20 1.00 5.00 1.06
BI_sharing (IBs share equitably the profits and the losses) 3.20 1.00 5.00 1.06
BI_illicit (IBs do not invest in illicit transactions) 3.00 1.00 4.00 0.74
BI_tangible (IBs invest only in tangible assets) 2.60 1.00 4.00 0.86
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IBs provide products and services non-conformed to the Islamic Law principles.  These respondents are
thus not confident in IBs. According to them, Islamic Banking System is similar to its conventional
counterparts and regulators try to cover up this reality. They also think that the Murabaha financing mode
ignores the spirit of the usury prohibition and hence, it can be considered as an interest based loan.
Therefore, this cluster represents the "very suspicious entrepreneurs".
In what follows, we will use the Chi-square test to assess the link between the constructed typology
and the variables describing our sample. We find that only the relationship between turnover and this
typology is significant at the level of 5 % with a probability p= 2.2 %.  Nevertheless, our clustering does
not depend on the variables "workforce" and "activity sector" which have probabilities equal to 65% and
24%respectively.The confidants (Class A) specifically companies of which the turnover is between
100,000 and 1,000,000 Tunisian Dinars. Their directors think that IFPSs are Shariah compliant. "Cluster
B" and "Cluster C" representing the businesses, which have neutral and suspicious directors do not have
any characteristic feature (for more details, see Fig. A.2 in Appendix A).
As we have seen, the entrepreneurs of the Tunisian Northwest region are not clear about IF. For this
reason, they do not have a high opinion of IF rules. This may affect their views about the compliance of
the Tunisian IBs products and services with the Shariah principles. As a consequence, lack of IF
understanding may impede the expansion of Islamic banking in Tunisia.
4.2.2 Quality of Islamic Banking products and services
Concerning the quality of Tunisian IFPSs, the survey reveals that a high proportion of entrepreneurs
have no views on this question. This proves once more of the lack of knowledge of IF and its flat
development in Tunisia. Moreover, the entrepreneurs have a positive attitude vis-à-vis the relationship
quality between IBs and their customers (transparency and good service quality). However, there is a pre-
mitigated view on the IBs ability to respond to all entrepreneurs' needs and to provide competitive
consumer pricing (Table B.1 in Appendix B). To better characterize the companies according to their
responses, we propose the following variablespresented in Table 5:
Table 5. The used variables in order to construct the second typology
Average Min Max Standard
of
Deviation
BI_quality (IBs offer good quality  services) 3.27 1.00 5.00 0.87
BI_transparency (IBs have transparent relationships with their
clients)
3.23 1.00 5.00 1.07
BI_vastRproduct (IBs provide a vast range of products) 3.00 2.00 4.00 0.69
BI_tarif (IBs have competitive tariffs) 2.83 1.00 4.00 0.95
BI_flexibility (IBs are soft and flexible in terms of financing) 2.83 1.00 5.00 0.95
*Note: Cronbach's  Alpha=0.79. Valorization of levels: from absolutely disagree (1) to absolutely agree (5).
According to the Ward's stopping criteria, AHC proposes a partition into two classes: Cluster A which
is the biggest represents 76.67 percent of the population and Cluster B contains only 7 companies (23.3
percent) (Figure B.1 and Table B.3 in Appendix B). Table 6 shows that the criteria average values are
over 3 for Cluster A and lower than 2.5 for Cluster B. The average value of the criterion
"BI_vastRproduct" is less than 3 in the two classes. Although the entrepreneurs of the Northwest Tunisian
Region do not have a clear sense of IF and its products, they are right to perceive the range of Tunisian
IBs as very limited. This limitation is due to the absence of a special legal and regulatory framework.
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Table 6.  Criteria values by classes (quality of products and services)
Class A Class B Total
BI_vastRproduct 2.13 1.57 2.00
BI_tarif 3.13 (+) 1.86 (-) 2.83
BI_flexibility 3.13 (+) 1.86 (-) 2.83
BI_transparency 3.65 (+) 1.86 (-) 3.23
BI_quality 3.52 (+) 2.43 (-) 3.27
Notes: All variables are significant at the level of 5% accordingto the Fisher test.
The signs indicate if the significant criteria of classes are higher(+), lower (-) or equal (=) to average values.
Table 6 shows the modalities which are significantly over-represented (the lowest number of observations: 5).
We can then characterize these classes as follows:
 Cluster A (class of neutrals): the average values of the cited criteria for this group of businesses
is near to 3. We can hence confirm the already found result that most of the respondents in this cluster do
not have clear idea about the quality, the transparency and the tariffs of Tunisian IBs products and
services. Nevertheless, the average values of "BI_transparency" and "BI_quality" are higher than 3.5.
Thus, there is a number of entrepreneurs who perceive positively the quality of IBs services and their
relationship with their customers.
 Cluster B (class of unsuspecting entrepreneurs): In this case, the average values of all criteria
are lower than 2.5.This group of entrepreneurs does not appreciate the range of products, the tariffs, the
flexibility in terms of financing and the transparency of Tunisian IBs (Zitouna Bank and Al Baraka
Bank). They think that IFPSs are very expensive. Moreover, according to these questioned persons, the
Islamic banking system is based on lies, namely Zitouna Bank of which the past is related to a robber
(SakhrEl Matri). In addition, IBs are similar to their conventional counterparts. For these reasons, these
entrepreneurs do not have confidence in them.
Therefore, Tunisian IBs should do more to develop their range of products, by proposing, for example
Islamic Microfinance products and Profit Loss Sharing Products, and their geographic expansion as well
as take measures to reinforce their competitiveness.
4.2.3 Islamic financial institutions and socio-economic development
In theory, IF can contribute to socio-economic development. Indeed, this finance plays an important
role on sustainable development through Corporate Social Responsibility and Socially Responsible
Investments and hence, it ensures the stability of overall financial system (Kahf, 1999; Farook and Lanis,
2007; Dusuki and Dar, 2007; Sairally, 2007; Zinkin, 2007; Ullah and Jamali, 2010; Basah and Yusuf,
2013). Indeed, since the establishment of IBs, one of their main objectives is to practice social activities
to alleviate poverty and create a better community. That is why IBs have to comply with CSR
expectations (Asutay, 2012; Basah and Yusuf, 2013).In addition this finance has a meaningful role in
combating social exclusion and in improving the welfare (Bremer, 2004 and Ebrahim, 2009). Therefore,
how do entrepreneurs of Northwest Tunisian region perceive the contribution of Tunisian Islamic banks
(Zitouna Bank and Al Baraka bank) to socio-economic development?
Most of the entrepreneurs think that IBs and financial institutions contribute to socio-economic
development. Indeed, 53.3 percent of the managers state that Islamic financial systems help to fight
against poverty, 70 percent of them think that they foster financial inclusion (that is the access to financial
services), and 70 percent say that these Islamic financial structures could strongly promote the
employment creation by financing profitable projects (Table C.1 in Appendix C). However, IF’s role in
sustainable development is not perceived as strong. Only 36.6 percent (11 entrepreneurs) consider it as
strongly supporting sustainable development projects. This favorable opinion reveals that most of the
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respondents accept to cooperate with IBs in order to improve living conditions in the Tunisian Northwest
region if their practices are truly conformed to the Shariah rules.
To better target the entrepreneurs' views about the contribution of Islamic banking to socio-economic
development, we construct our typology by using the following variables:
Table 7. The used Variables to construct typology(contribution to socio-economic development)
Average Min Max Standard
Deviation
BI_inclusion (IBs foster financial inclusion) 3.57 1.00 5.00 0.97
BI_employment (IBs strongly promote employment
creation through financing projects)
3.53 1.00 5.00 1.11
BI_poverty (IBs help to fight poverty) 3.37 1.00 5.00 1.03
BI_support(IBs support sustainable development projects) 3.03 1.00 5.00 1.03
Note: Cronbach's  Alpha=0.83 / Valorization of levels: from absolutely disagree (1) to absolutely agree (5).
The Ward's stopping criterion which is equal to 3.49, proposes a partition into two classes: Class A
representing 90 percent of our sample and Class B including only 10 percent (Table C.2 in Appendix C).
Table 8 depicts the criteria values by classes. Accordingly, the average value of BI-Support is over 3 for
Class A and equals to 1 Class B. Most of the entrepreneurs of the Northwest Tunisian Region are neutral
about the role played by IBs in supporting sustainable development projects. We can explain this
neutrality by the lack of information about IFPSs provided by these banks or about the term of sustainable
development. We can thus identify these two classes as follows:
Table 8. Criteria values by classes (contribution to socio-economic development)
Class A Class B Total
BI_poverty 3.56 (+) 1.67 (-) 3.37
BI_inclusion 3.81 (+) 1.33 (-) 3.57
BI_support 3.26 (+) 1.00 (-) 3.03
BI_employment 3.81 (+) 1.00 (-) 3.53
Note: The Fisher test shows that this classification is very significant at the level of 5%.
 Class A: In this case, all criteria except "BI-support" have an average value higher than 3.5 (see Table
11). These entrepreneurs have a positive opinion about the contribution ofIBs to socio-economic
development. In fact, they think that these banks are trying to alleviate poverty, foster financial inclusion,
and promote employment creation through financing projects. Nevertheless, as we have seen, these
respondents are neutral about the role played by these banks in supporting sustainable development
projects. Tunisian IBs must work harder to attract these companies by contacting their directors who do
not refuse to deal with them in the future. The actual lack of information has prevented these
entrepreneurs from using Islamic products and services.
 Class B (class of very unsuspecting entrepreneurs): the values of criteria which describe this class
are near or equal to 1. These entrepreneurs have a prejudice against Islamic banking system. They think
that IBs do not play an important role in socio-economic development. They have no confidence in these
banks. These companies have a turnover which is between 1,000,000 and 10,000,000 TD. We remark also
that these businesses always belong to the class of the "unsuspecting entrepreneurs", in the three
subsections. The leaders of these companies have unfavourable opinions in respect to the IFPSs
conformity to the Shariah principles, the quality of these products and services and then their contribution
to socio-economic development.
In brief, the survey shows a significant potential for IF among the entrepreneurs of the Northwest
region. Indeed, 58.3 percent of the respondents state that they are ready to change their bank to an Islamic
one, if their actual bank does not develop an offer of Islamic products.  Moreover, 29.2 percent of the
questioned entrepreneurs accept to deal with Islamic structures when Islamic windows are opened in their
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bank. This is even more prestigious given that 80 percent of the Northwest region entrepreneurs work
only with CBs.
4.1 What are the needs and the expectations of the entrepreneurs of the Northwest Region?
A significant proportion of the questioned entrepreneurs, that is 80 percent, think that IBs serve as an
alternative banking system - complement to conventional banks. Nevertheless, these banks should
respond to the expectations and the needs of these potential customers. Indeed, most of the entrepreneurs
(that is 77.8 percent) want to carry out transactions at a lower cost. Second, 70.4 percent of the
interviewees are waiting for a strong support by Islamic Banks for the financing of their investments.
Then, 66.7 percent want to carry out their operations in a legal framework (conform to Shariah).
Therefore, this survey indicates that most of the entrepreneurs are interested in an Islamic banking supply
which is competitive and compatible with their religious convictions.
Concerning the needs of the Northwest region companies, the majority of the entrepreneurs would
have recourse to Islamic banking services in order to finance their investments as well as their operating
needs. Indeed, 80 percent of them want to finance their investments and 73.3 percent want to finance their
operating needs. It is noteworthy that the majority of these directors would like that Tunisian IBs provide
products and services which are not expensive and help them in their investment and operating needs
financing while respecting the religious values.
5. Discussion
In short, there is certainly a potential market for IF among the companies of the Tunisian Northwest
region. Indeed, 87% of them state that they are interested in Islamic products. However, according to this
survey, it would not be easy to transform this potential into areal market and to develop it:
 The factors cost, proximity, flexibility and satisfaction of the needs have an important impact on the
entrepreneurs' choice of the ideal bank, even if their religious conviction is strong and incites them to
work with IBs.
 The firms needs of IBs are similar to those of conventional banks. Hence, there is a strong competition
between IBs and their conventional counterparts to attract this category of customers which would be
more important than that with individual customers.
 The entrepreneurs' confidence with regard to the compliance of Islamic banking with the Shariah rules
is very doubtful.
Thus, IBs and authorities should do more in order to increase the levels of knowledge and confidence
of Tunisian companies. Therefore, the implementation of a Shariah supervisory Board in Tunisia is very
urgent. However, it is worthy to note that the government has already put in place several standing
committees affecting all banking and financial areas in order to elaborate a legal and regulatory
framework dedicated to IF products (Islamic Banking, Takaful, Investment funds, Islamic Microfinance,
Sukuk, Ijara, just to name a few). Consequently, new legislations namely those for Sukuk (Law No. 2013-
30), Islamic Investment funds (Law No. 2013-48), Takaful (Law No. 2014-47) and IF products (Law No.
48- 2016) such as Murabaha, Ijara, Mudharaba, Musharaka, Istisna, Salam, Wadiah Istithmarya have been
elaborated in order to organize this banking sector. This will contribute significantly to the development
of IF in a potentially promising market. Moreover, the attraction of clients such as companies would have
a positive effect on innovation and investment even in the disadvantaged areas and it would therefore
strengthen decentralization as well as boost regional development and economic growth in Tunisia.
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5. Conclusion
It is obvious that the entrepreneurs perceive IF as a seductive phenomenon. Its foundation and its
functioning constitute favorable factors to its development. Moreover, the propositions of competitive
low-cost products which respond to the needs of customers as well as the geographic and psychological
proximity heavily contribute to the expansion of this scope. Nevertheless, the development of this
industry appears to be difficult. Indeed, the latter requires a sound knowledge of its products by corporate
decision makers of the Tunisian companies and households, skilled and trained human resources in IF and
the implementation of an appropriate and dedicated regulation for this finance, while still encouraging the
development of competition in this area.
This study lets IBs have a global idea about the potential demand of Tunisian Northwest region
companies. Nevertheless, the sample includes only 30 companies, that is, 10% of the global number in
this region. This would have a bad effect on the quality of our analysis. Moreover, further research is
needed to evaluate the impact of entrepreneurs’ potential demand of Islamic Products and Services on
poverty alleviation, on reducing income inequalities, on ameliorating regional development, and then on
boosting Tunisia’s economic growth.
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Appendices
A. Conformity to the Shariah principles
Table A.1.Are Islamic Banking products and services conform to the Shariah principles (according to the  entrepreneurs of the
Tunisian Northwest region)?
Entrepreneurs' views
Absolutely disagree Disagree Neutral Agree Absolutely agree
Eff % Eff % Eff % Eff % Eff %
Work according to the Shariah
principles 1 3.3 7 23.3 9 30.0 11 36.7 2 6.7
Do not practise interest rate in their
products 2 6.7 7 23.3 5 16.7 12 40 4 13.3
Do not invest in speculative projects 1 3.3 2 6.7 14 46.7 9 30.0 4 13.3
Do not invest in illicit transactions 1 3.3 0 0.0 5 16.7 17 56.7 7 23.3
Share equitably the profits and the
losses 2 6.7 6 20.0 8 26.7 12 40 2 6.7
Invest only in tangible assets 0 0.0 3 10.0 10 33.3 13 43.3 4 13.3
Table A.2. Classification detail resulting from the last 5 groupings
Fig. A.1. Dendrogram: Companies classification by their profile according to the cited modalities
*Note: p = 2.2%; Chi2=14.75; ddl=6 (Significant), the overrepresented elements are colored in blue.
Fig.A.2. Sample distribution by turnover in different classes: Factorial correspondence analysis
Classes Number Discriminant power Ward's standard Stopping criterion Klastorin index
1 0.00 42.09
2 0.26 26.23 1.60 0.31
3 0.42 14.25 1.84 0.37
4 0.50 11.50 1.24 0.36
5 0.57 10.58 1.09 0.42
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B. Quality of Islamic products and services
Table B.1. Entrepreneurs views about the quality of Islamic products and services
Entrepreneurs' views Absolutely
disagree
Disagree Neutral Agree Absolutely
agree
Eff % Eff % Eff % Eff % Eff %
provide a vast range of products 0 0.0 7 23.3 16 53.3 7 23.3 0 0.0
have competitive tariffs 4 13.3 4 13.3 15 50.0 7 23.3 0 0.0
are soft and flexible in terms of
financing 3 10.0 6 20.0 15 50.0 5 16.7 1 3.3
have transparent relationships
with their clients 3 10 2 6.7 13 43.3 9 30 3 10
offer good quality service 1 3.3 2 6.7 18 60.0 6 20.0 3 10.0
Table B.2. Classification detail resulting from the last 5 groupings
Fig.B.1. Dendrogram: classification of the companies by their profile according to the modalities describing the quality assessment
Classes Number Discriminant power Ward's standard Stopping criterion Klastorin index
1 0.00 42.78
2 0.35 15.89 2.69 0.47
3 0.48 11.83 1.34 0.47
4 0.58 10.55 1.12 0.51
5 0.67 8.42 1.25 0.58
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C. Contribution to Socio-economic Development
Table C.1. Views of the Tunisian Northwest region entrepreneurs about the link between IF and socio-economic development
Entrepreneurs' views Absolutely
disagree
Disagree Neutral Agree Absolutely
agree
Eff % Eff % Eff % Eff % Eff %
help to fight poverty 1 3.3 6 20.0 7 23.3 13 43.3 3 10.0
foster financial inclusion 2 6.7 2 6.7 5 16.7 19 63.3 2 6.7
support sustainable development projects 3 10.0 5 16.7 11 63.3 10 33.3 1 3.3
strongly promote employment creation
through financing projects
3 10.0 2 6.7 4 6.7 18 3.3 3 10
Table C.2. Classification detail resulting from the last 5 groupings
Classes Number Discriminant power Ward's standard Stopping criterion Klastorin index
1 0.00 61.43
2 0.49 17.63 3.49 0.69
3 0.63 11.90 1.48 0.58
4 0.73 5.27 2.26 0.64
5 0.77 4.95 1.06 0.66
